This paper aims to explore the relationship between the economic, environmental, social, and corporate governance component of Corporate Social Performance (CSP) and the Corporate Financial Performance (CFP) in the European banking sector. The empirical analyses, based on panel data, are performed on a sample of 70 listed European banks (EU28) over the period 2011-2015. The main results show a significant and positive relationship between the aggregated CSP measure and the average profitability of banks' assets and market capitalization. Furthermore, the social component positively affects the average return on assets and equity; the economic component is positively associated with the performance of prospective profitability and market capitalization; finally, the environmental component is positively associated with the ROAA. Sustainable banks, in line with the stakeholder Theory, through ethical and social policies, might increase their financial and economic performance.
It follows that this terminology does not match a single definition. We often talk about business ethics (Frederick, 1986) , corporate citizenship (Carroll, 1998) and other related topics, such as sustainable development (Moon, 2007; Weber, Diaz & Schwegler, 2014) , but the common idea is based on the needs of stakeholders, which go beyond compliance with the legal requirements, identifying practices and behaviors that a company adopts on a voluntary basis in the conviction of obtaining results that can bring benefits and advantages to the firm itself and to the context in which it operates (Murray & Dainty, 2013) .
Numerous studies have examined the impact of Corporate Social Performance on Corporate Financial Performance, since CSR requires an economic justification; indeed, without quantifiable benefits for companies these practices could be excessively burdensome compared to the limited financial resources of companies (Wang, Choi & Li, 2008) .
The existing empirical literature has mostly focused on the nature of the CSP-CFP relationship (Aupperle, Carroll & Hatfield, 1985; Ullmann, 1985; Orlitzky et al., 2003) wishing to test the existence of a statistically significant relationship between the two measures, but to date the link is far from clear (Ullmann, 1985; Waddock & Graves, 1997; Margolis & Walsh, 2003; Wang et al., 2016) because of the inconsistent results.
Some studies state that the adoption of CSR practices increases the performance of companies, as claimed by the Stakeholder theory (Freeman, 1984; Lev et al., 2010; Surroca et al., 2010) that suggests that the value of companies depends on the cost of explicit requests from shareholders, but also on implicit requests from other stakeholders (McGuire, Sundgren & Schneeweis, 1988) . The needs of different types of subjects lead to better coordination of the entrepreneurial activity, which leads to the satisfaction of the various stakeholders, thereby improving the economic and financial performance of the company (Freeman, 1984; Porter & Van der Linde, 1995) .
Other empirical analyses state that the relationship between CSP and CFP is negative, in line with the Shareholder theory (Aupperle et al., 1985) , according to which the company's sole social responsibility is to make profits and increase the economic value in favour of shareholders (Friedman, 1970) .
form of "U" or "inverted U" (Barnett & Salomon, 2006) .
Finally, in order to study the CSP-CFP binding, some scholars have carried out meta-analyzes (Margolis & Walsh, 2003; Orlitzky & Benjamin, 2001; Orlitzky et al., 2003) showing that in most empirical studies the relationship is positive and establishing that, in the long run, the benefits prevail over costs.
In the banking sector, the focus on Corporate Social Responsibility developed late compared to other sectors, but with a growing interest from associations, institutions and academics (GRI, 2008; EBF, 2008; Viganò & Nicolai, 2009; Yen, 2014) .
The financial system considers the need to manage the issue of social responsibility in a competitive key, so as to underline the fundamental role it plays in economic development (Levine, 2004; Shen & Lee, 2006; Beck, Demirgüç-Kunt & Levine, 2010) and the market (Matei & Voica, 2013; Fatma, Rahman & Khan, 2014) .
In recent decades, the banks' activity has diverged in part from the financing of the real economy, increasingly focusing on investment activities in complex and structured financial instruments, seeking higher profit margins. These choices led to the adoption of excessive risk. The direct consequence was not only on the economic-financial equilibrium of the banks but also on their reputation, undermining the fiduciary relationship between the bank and the customers.
In this perspective, CSR is seen as a tool through which banks can recover and reconnect with the market and regain greater legitimacy, with the aim of restoring their image and credibility (Hsu, 2012; Newig et al., 2013) , to increase trust and reputation (Lourenço, Callen, Branco, & Curto, 2014) , as well as the transparency deriving from it.
Indeed, a healthy banking system is the key to sustainable prosperity, (King & Levine, 1993) and the security and soundness of these institutions can create different external benefits for society (Wu & Shen, 2013) .
Banks can focus on internal environmental management (Jeucken & Bouma, 1999) to reduce the direct environmental impact, and this can improve their reputation (Babiak & Trendafilova, 2011) , but the main link between the financial sector and sustainable development is an indirect link (Schmidheiny & Zorraquin, 1996; Scholtens, 2008) ; through the intermediation process, banks can take on the role of propelling the economy and sustainable development, causing significant repercussions on social dynamics and banks themselves.
Sustainable development needs the support of the financial intermediaries so that the flow of capital, in the phase of allocation of resources, can preferentially be directed to projects that enhance the social component (Scholtens, 2008) .
These practices do not end with social marketing operations, drafting social reports or ethical codes, but must be a strategic management method, through full involvement in sustainability programs (Jo & Na, 2012) , implemented in a multi-stakeholder perspective, i.e. creating a continuous dialogue with all interlocutors (Manetti, 2011) .
Compared to other sectors, a key feature of the banking sector is that it refers to more diversified and complex groups of stakeholders (Dorasamy, 2013; Ofori, S-Darko & Nyuur, 2014) and this translates into considerable information asymmetry. Such asymmetries are reduced through feedbacks to the community, more frequently performed than in other sectors (Wu & Shen, 2013) . Banks are aware of using public resources and this awareness explains why many banks enter a section on CSR in their annual reports to explain their contribution to society (Wu & Shen, 2013) . Birindelli and Tarabella (2001) show that over the years, in the financial sector, there has been a significant increase in the dissemination of contributions in socially responsible projects (Hossain & Reaz, 2007) through websites (Douglas, Doris & Johnson, 2004) or social reports (Branco & Rodrigues, 2006) . At the same time, there is an increase in the adoption of standard guidelines and the diversification of the information that mainly focus on human resources, the community (Clarke & Gibson-Sweet, 1999; Branco & Rodrigues, 2006; Stubbs & Cocklin, 2008) , products and services offered (Hamid, 2004 ) the environment (Clarke & Gibson-Sweet, 1999; Douglas et al., 2004; Hamid 2004) or recycling (Viganò & Nicolai, 2009 ). Greenwood and Jovanovic (1990) argue that intermediaries who achieve better results are successful companies able to achieve an efficient allocation of capital.
It follows that engaging in CSR policies leads to important implications in the banking sector (Forecadell & Aracil, 2017) , determining benefits for banks (Fombrun & Shanley, 1990; Herremans, Akathaporn & McInnes, 1993; Podolny, 1993; Landon & Smith, 1997; Polychronidou, Ioannidou, Kipouros, Tsourgiannis & Simet, 2014) . banking system (Scholtens, 2009) . Empirical studies are inconclusive and also very limited (Wu & Shen, 2013) , reaffirming the results obtained in for the non-financial sector: some authors affirm the existence of a positive relationship between CSR and performance of financial companies (Simpson & Koher, 2002; Callado-Muñoz & Utrero-González, 2011; Saxena & Kholi, 2012; Weshah, Dahiyat, Awwad & Hajjat, 2012; Wu & Shen, 2013; Iqbal, Ahmad & Kanwal, 2013; Ahamed, Almsafir & Al-Smadi, 2014; Forcadell & Aracil, 2017; Carnevale & Mazzuca, 2014) , others a negative relationship (Scholtens & Dam, 2007; Wu & Shen, 2013) or no relationship (Chih et al., 2010; Soana, 2011; Wu & Shen, 2013) .
The researchers tried to identify the motivations, both theoretical and operational, that led to the failure to achieve a univocal result and these motivations can be traced to the following aspects: mismatching of stakeholders (Wood & Jones, 1995) ; theoretical deficiencies and inadequate definitions of key terms (Ullmann, 1985) ; determinants and boundaries of the CSR, (Brammer & Millington, 2008; Barnett, 2007) ; use of multisector samples; financial performance measurement problems; social performance measurement problems (Griffin & Mahon, 1997) , since CSR is a multidimensional construct (Wartick & Cochran, 1985) . Therefore, for the reasons listed, it is difficult to identify and measure a wide range of social behaviors.
Research Hypothesis
In this study, the Equal Weighted Rating provided by Thomson Reuters is used as a CSP variable, which contains various components that capture the multidimensional aspect of CSR: corporate governance, social, environmental and economic. The use of this measure is supported by the literature (Semenova & Hassel, 2015) .
The governance component is measured according to five categories: functions of the board of directors, the structure of the board of directors, compensation policy, shareholder policy, vision, and strategy. The focus on the governance component is motivated by its role in influencing the decision to invest in socially responsible companies (Walls, Berrone & Phan, 2012) . The implications of good governance are believed to help companies avoid adverse situations, create economic value for shareholders, improve financial results (Gompers, Ishii & Metrick, 2009) , as well as take into account the interests of a wide range of interlocutors, as well as the communities in which they operate. In fact, investors consider the social behavior of companies in their investment decisions (Simpson & Kohers, 2002; Aguilera, Williams, Conley & Rupp, 2006; Matten, 2006) ; therefore, they require that the boards of directors and managers engage in CSR (Scholtens, 2008; Kolk & Pinkse, 2010) .
The social component includes seven categories: community, diversity, quality of employment, health and safety, human rights, product or service responsibility, and training-development. This component could be considered as a reflection of reputation. Financial intermediaries tend to manage reputation in a competitive key, being a strategic resource (Branco & Rodrigues, 2006) for service companies with a predominantly intangible offer, as it provides a basis for a strategy of differentiation (Van Heerden & Puth, 1995; Chen & Chen, 2009; Bravo, Montaner & Pina, 2010; Hsu, 2012; Pérez & del Bosque, 2013; Walsh, Bartikowski & Beatty, 2014; Brammer, Agarwal, Taffler & Brown, 2015) allowing competitive advantages and obstacles to imitation (McWilliams & Siegel, 2001) . In this way, reputation links sustainability and performance (Orlitzky & Swanson, 2012) . In the theoretical model of Chemmanur and Fulghieri (1994) , banks with high reputation show a better ability to assess creditworthiness than banks with low reputation. Bushman and Wittenberg-Moerman (2012) document that high reputation banks are associated with higher profitability and credit quality of borrowers in the three years following the granting of the loan. Some studies claim that banking reputation certifies the borrower's quality because borrowers have abnormal positive equity returns when loans are issued by reputable banks (Billet, Flannery & Garfinkel, 1995; Ross, 2010) .
The environmental component includes three categories: reduction of emissions, product innovation and reduced use of resources. The financial sector can influence the environmental and sustainable impacts of funded projects or borrowers (Thompson & Cowton, 2004; Egede & Lee, 2007; Baranes, 2009; Scheire & De Maertelaere, 2009 ). The environmental issues affecting a bank are related to the direct and indirect environmental concerns. Through the indirect link, the bank has environmental responsibility and should finance sustainable companies (Idowu & Filho, 2009; Weber, 2012) . Therefore, the banks focused on managing the environmental risks (Thompson & Cowton, 2004; Egede & Lee, 2007; Baranes, 2009; Scheire & De Maertelaere, 2009) , integrating the assessment of the sustainability risks in the management processes of credit risks (Hugenschmidt, Kermode, Schumacher & Janssen, 1999; Thompson & Cowton, 2004; Weber, 2005; Evangelinos, Skouloudis, Nikolaou & Filho, 2009) . Environmental risks and environmental regulations have a significant influence on the credit risk of a bank's portfolio (Bacow, 1998; Labatt & White, 2002; Weber, Fenchel & Scholz, 2008) . evaluation of the company cannot be limited only to economic and financial aspects (Humphrey, Lee & Shen, 2012; Revathy, 2012; Sakarya, Bodur, Yildirim-Öktem & Selekler-Göksen, 2012) . Organizations should pursue economic, social and environmental objectives (Elkington, 1997) , integrating social and environmental aspects into their strategic plan. It is a holistic approach to CSR according to which the enterprise is considered an open system (Boulding, 1956) , as it is involved in a series of relationships with numerous subjects that are able to influence operation and performance.
Moreover, banks consider their fundamental ethical responsibility not only as a prerequisite for profitable business management but also in terms of economic and social justice (Milanzi, 1997; Smurthwaite, 2014) . Lantos (2001) argues that strategic CSR aligns strategic business objectives with the well-being of the society. In this regard, banks can identify activities that may generate benefit for business and society through long-term investments, thereby promoting profitable results for both parties. Through the reconciliation of social and economic benefits, the gain can be in the form of new business opportunities, as well as an increase in goodwill and philanthropic practice for the benefit of all stakeholders; according to Bhattacharya and Sen (2004) and Jamali (2007) , this offers a perspective of greater credibility, added value and positive internal results. Therefore, it is essential that banks in building their identity and role in society not only care about their own interests and legal requirements, but also about the expectations of all stakeholders (Dorasamy, 2013) , which may include consumer awareness, positive attitudes towards the company, consumer welfare (Bhattacharya & Sen, 2004) , in order to expand the customer base and win the trust of citizens (Achua, 2012 ).
This work is part of the "Stakeholders Theory" by Freeman (1984) , which provides that the company can increase its financial resources by improving relations with the company's primary stakeholders.
This positive relationship between social and financial performance in the banking sector has been identified in most of the previous studies (Simpson & Kohers, 2002; Wu & Shen, 2013; Forcadell & Aracil, 2017; Weber, 2017; Shen, Wu, Chen & Fang, 2016; Esteban-Sanchez, la Cuesta-Gonzalez & Paredes-Gazquez, 2017; Bussoli & Conte, 2018 The first research hypothesis wants to test the impact of the CSP, measured through a global index of social performance, on the financial performance of banks. The following four research hypotheses decompose the global CSP index into its four components: Corporate Governance, Environmental, Economic and Social Performance.
Methodology and Sample
In line with the reference literature, the research hypotheses are verified through a panel data analysis. A Pooled model is performed first, supported by the results of the collinearity and heteroskedasticity tests, therefore, following the results of the Hausman tests, the use of an estimate with fixed effects or with random effects is defined.
The key independent variables are delayed by a period, in order to limit the problems of endogeneity and multicollinearity.
The econometric models used are: 
Variables
In the present work for the CSP variable, five indices developed by Thomson Reuters -the Equal-weighted rating and the ratings determined by the company's performance in the four fundamental Economic, Environmental, Social and Corporate Governance areas -are used alternatively.
Corporate Governance rating affects the ability of a company to manage and control its rights and responsibilities through the creation of incentives and checks in order to generate long-term value for shareholders.
The Economic rating reflects the overall financial health of a company and its ability to generate long-term value for shareholders.
The Environmental rating considers the firm's ability to avoid environmental risks and exploit environmental opportunities in order to generate long-term value for shareholders.
Social rating measures a company's ability to capture the trust and loyalty of its workforce, customers and the social context. It is the result of the company's reputation.
The Corporate Financial Performance (CFP) is measured by the Return on Average Assets (ROAA) (Aupperle et al., 1985; Simpson & Kohers, 2002; Van der Laan, Van Ees & Van Witteloostuijn, 2008; Soana, 2011; Barnett & Salomon, 2012) , the Tobin's Q (Rose, 2007; Choi & Wang, 2009) , the Market Capitalization and the Return on Average Equity (ROAE).
The control variables refer to the assets and capital, liquidity and size of the banks.
The variables used for the analysis are shown in Table 1 . The descriptive statistics and the correlation analysis are provided in Tables 2 and 3. The CSP is included between a minimum of 2.85% and a maximum of 96.57%, with an average of about 63.53%. The Corporate Governance variable is between a minimum of 1.24% and a maximum of 97.49% and has a mean of 52.26%. The Environmental variable has a minimum of 8.59%, a maximum of 95.08 and an average of 66.96%. The Social variable has a minimum of 3.6%, a maximum of 97.01% and an average of 67.41%. Finally, the Economic variable has a minimum of 1.55%, a maximum of 98.08% and an average of 58.47%.
These values indicate a wide variability in the use of CSP and its components within the banks of the sample analyzed, however, the performance is a positive performance.
The descriptive statistics also indicate a wide variability for the market capitalization and ROAE. 
Results
The results of the estimation of model (1) The results related to the Equal-Weighted Rating dependent variable show a positive and significant (1%) relationship both with ROAA (β 1 =0.0142531) and with Market Capitalization (β 1 =0.0063788).
These results indicate that the CSR practices are associated with an increase in the average profitability of the banks' assets and an increase in market capitalization. Significance: * p < 0.10; ** p < 0.05; *** p < 0.01; the value of the error standard is shown in parentheses.
Source: Processing of authors. Table 6 contains the results of the model (3). Significance: * p < 0.10; ** p < 0.05; *** p < 0.01; the value of the error standard is shown in parentheses.
Source: Processing of authors.
The analysis related to the environmental component shows one significant and positive relationship with ROAA ijbm.ccsenet.org
International Journal of Business and Management Vol. 14, No. 1; (β 1 = 0.0123269).
The results of the model (4), which analyses the relationship between the Social component and the CFP measures, are in table 7. Significance: * p < 0.10; ** p < 0.05; *** p < 0.01; the value of the error standard is shown in parentheses.
For the Social component, significant and positive relationships emerge with the ROAA (β 1 = 0.0171889; significance at 5%) and with ROAE (β 1 = 0.2491638; significance at 10%).
The results of the econometric model (5) are grouped in table 8. ijbm.ccsenet.org International Journal of Business and Management Vol. 14, No. 1; The model (5) The economic component is positively associated with the prospective profitability of banks; therefore, it entails greater convenience in increasing investment spending and greater competitiveness. Moreover, the use of CSR practices seems to be rewarded by the financial market, producing a higher market capitalization.
Regression analyses show a consistent data trend between the various models. The R 2 Adjusted have good values in all analyses carried out (between 0.4039 and 0.6872), except in the Model (4) related to the relationship between the Social variable the ROAA and the ROAE.
The data displayed show heterogeneity of results for the independent variables under consideration. On the contrary, the results related to the control variables are coherent among all the models. Leverage (Equity/liabilities) has positive and significant relationships with all dependent variables in all models (1% with ROAA, Tobin's Q and Market capitalization; 5% with ROAE). The Net Interest Margin has a positive and significant relationship (5%) with ROAA, Tobin's Q, Market capitalization and ROAE, in models (1) and (4). Moreover, the Net Loans/Deposits and Short Term Found (LoanDep) shows a negative and significant (5%) relationship with the ROAE in models (1), (2), (3) and (5). The cost to income ratio has negative relations with the ROAE. The coverage index has negative and significant relationships with the ROAE of the models (1), (2), (3) and (5), and negative and significant 10% relation with the Tobin's Q (models (1), (2) and (5)) and with the ROAA (models (1), (2) and (3)). Finally, the logarithm of Total Assets has positive relationships (p-value < 0.1) with Market capitalization in all analysis and negative (1%) relationships with Tobin's Q, in all models.
In summary, in line with the "Stakeholder theory" and with the findings of numerous authors (Simpson and Kohers, 2002; Wu and Shen, 2013; Forcadell and Aracil, 2017; Weber, 2017) , we identify positive relationships between the global CSP component and the financial performance variables. Furthermore, there are significant relationships between the environmental component and the average profitability of assets, between the social component and financial performance of the banks and between the economic component of CSR and the performance of prospective profitability and Market capitalization.
The Corporate Governance component does not show any significant relationship with any of the financial performance measures used in the models of this study, in line with the results of Soana (2010) and the theory implemented by McWilliams and Siegel (2001) .
Thus, these results lead to the rejection of the second research hypothesis but show that the remaining four research hypotheses are verified.
Conclusions
The work aims to test, according to the good management approach, the relationship between Corporate Social Performance (CSP) and Corporate Financial Performance (CFP) in the European banking industry.
The environmental component, the corporate governance component, the economic sustainability component, the social component, as well as the synthetic indicator of these four components, are related to different financial performance measures.
The empirical results show the more significant influence of the social component on the accounting measures of profitability, related to the profitability of equity (ROAE) and assets (ROAA). The social component measures a company's ability to capture the trust and loyalty of its workforce, customers and the social context. This component may be considered the result of the company's reputation; thus, the greater the reputation and the ability to capture and maintain trust and loyalty of the reference stakeholders, the greater the profitability of the bank's assets and equity. Thus, the social policies implemented by banks are aimed at increasing the level of trust and loyalty of employees, customers and society, and may determine greater returns in terms of profitability, in line with Wu and Shen (2013) and Dam and Scholtens (2015) .
In addition, the economic sustainability component influences the Tobin's Q and the market capitalization. These results show that financial markets place considerable importance on CSR's economic activities, and reward the efficient use of resources to achieve sustainable economic growth. This response of the equity markets to CSR practices is consistent with the studies of Weber (2017) and Forcadell and Aracil (2017) .
The Corporate Governance component does not affect banks' financial performance measures. These results suggest investigating the existence of mechanisms of mediation between good governance policies and financial performance, such as the strategic monitoring and planning of the board (Post & Byron, 2015) .
Regarding the environmental component, only one positive association is found with the Return on average assets; there is no other significant relationship with other Corporate Financial Performance measures. This empirical result is in line with the reference literature that considers financial firms to have the least impact on the reference environmental systems (Vastola, Russo & Vurro, 2017) .
Finally, results related to the overall CSP measure, the social score and economic score indicator, confirm the good management approach postulated by the stakeholder theory, which assumes that with the consolidation of a series of relations with primary stakeholders, through ethical and social policies, the bank could increase its financial and economic performance (Freeman, 1984; Miles & Covin, 2000) .
These results can determine policy implications for bank managers, who should increase their commitment to social activities and policies, as well as to the economic sustainability of the intermediary, as this type of activities, useful for the creation of social capital, also produce positive financial returns. Moreover, the results suggest that bank managers may adopt CSR strategies as a strategic tool that enhances medium to long-term survival.
Finally, the regulator should encourage banks to reinforce their attention towards social and environmental policies to improve economic welfare, because banks use amounts of resources from stakeholders who expect the bank to undertake CSR activities in order to compensate for the use of their resources, by promoting sustainable development.
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